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MINUTES OF THE HOUSE TAXATION COMMITTEE

The meeting was called to order by Chairman Richard Carlson at 9:12 a.m. on February 10, 2010, in
Room 783 of the Docking State Office Building.

All members were present.

Committee staff present:
Gordon Self, Office of the Revisor of Statutes
Scott Wells, Office of the Revisor of Statutes
Chris Courtwright, Kansas Legislative Research Department
Brandon Riffel, Kansas Legislative Research Department
Marla Morris, Committee Assistant

There were no conferees appearing before the Committee.

Others attending:
See attached list.

There were no bill introductions.
Discussion and possible action on:
HB 2521 - Electronic filing of tax returns, reports and other documents

Staff Chris Courtright, Kansas Legislative Research Department, summarized HB 2521. The bill was
requested for introduction in the Committee by the Kansas Department of Revenue and includes requiring
electronic filing of returns under certain circumstances and giving the Department authority to require
electronic filing when annual liability of sales tax is in excess of $25,000, proposal of a $25 fee for tax payers
paper filing, and $5 fees for filers requesting refunds in the form of paper checks rather than direct deposits.
Also included in HB 2521 is the proposal to move administration of intangibles tax from the Kansas
Department of Revenue to local county clerk levels. He stood for questions.

Representative Menghini moved to pass HB 2521 out of Committee favorably with amendments. The motion
was seconded by Representative Hawk.

Representative Menghini moved to adopt a balloon amendment to HB 2521. The motion was seconded by

Representative Hawk.

Discussion on the amendment followed. The amendment strikes all parts of the bill except intangibles tax
provisions, requirement to file sales tax returns and withholding tax returns electronically (Attachment 1).
The amendment removes fee requirements.

Secretary Joan Wagnon, Kansas Department of Revenue supplied answers to questions concerning the role
of local county clerk offices pertaining to the filing of intangible taxes. She explained the fiscal advantage
to the Department with the requirement of electronic filing. Secretary Wagnon presented a chart
demonstrating the number of returns filed in 2009 by form type, and income (Attachment 2). She stood for
questions.

Representative Menghini closed on the amendment and moved to adopt the revised version and allow Revisor

Self to create a substitute bill. The motion carried.

Representative Menghini moved to pass out HB 2521 favorably as amended. The motion carried.

Representatives Siegfreid and Powell requested their vote in opposition to the main motion be recorded.
Discussion and possible action on:
HB 2538 - Amendments to the promoting employment across Kansas act.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 1




CONTINUATION SHEET

Minutes of the House Taxation Committee at 9:00 a.m. on February 10, 2010, in Room 783 of the
Docking State Office Building.

Representative Kleeb moved to recommend HB 2538 passed favorably out of committee. The motion was

seconded by Representative Wolf.,

Representative Kleeb distributed correspondence from Secretary of Commerce, William Thornton, in support
of HB 2538, (Attachment 3).

Representative Kleeb introduced Jeff Conway, Counsel for the Secretary of Commerce. Mr. Conway
summarized the proposed amendments to HB 2538 (Attachment 4).

Representative Kleeb moved the amendment to HB 2538. The second was made by Representative Wolf.

Representative Kleeb and Steve Kelly, Department of Commerce, stood for questions on the proposed
amendments to HB 2538. Representative Kleeb distributed an Impact and Peak Economic Development
Program comparison chart for review by the Committee (Attachment 5).

Representative Kleeb moved on the amendment. The motion carried. Representative Frownfelter requested
his vote in opposition be recorded.

Representative Menghini presented a proposal to amend HB 2538 requiring companies to pay 100 percent
of health care (Attachment 6).

Representative Menghini moved for an amendment requiring companies pay 100 percent of health care cost

if using median rather than average wages. The motion was seconded by Representative Frownfelter.
Discussion was held on the amendment proposal. Representative Menghini moved on the amendment. The
motion failed.

Representative Benlon moved for an amendment to lower the amount of withholding taxes allowed to be
retained by qualified companies from 95 percent to 70 percent. The motion was seconded by Representative
Frownfelter.

Representative Kleeb distributed an economic benefit analysis he said he prepared after consulting with Chris
Courtright, Kansas Legislative Research Department, regarding a summary of information prepared by Dr.
Art Hall (Attachment 7). Representative Kleeb spoke in opposition to a 70 percent admendment.

Representative Benlon moved the amendment to lower the percentage. The motion failed.

Representative Kleeb moved to recommend HB 2538 passed favorably out of committee. The motion carried.

Chairman Carlson instructed Rev@sor Self to create a substitute bill for HB 2538.
The next meeting is scheduled for February 11, 2010.

The meeting was adjourned at 10:44 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 2
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Session of 2010
HOUSE BILL No. 2521
By Committee on Taxation
1-22
9 AN ACT concerning taxation; relating to electronic filing of returns, re-
10 ports or other documents, fees and penalties; credits, disallowance;
11 intangibles tax, filing plocedme amending K.S.A. 12-1,104 and K.S.A.
12 2009 Supp 75-5151, 75-5151a, 79-3220, /9—o298 79-32,105, 79-3607
13 and 79-3609 and repealing the existing sections.
14
15 Be it enacted by the Legislature of the State of Kansas:
16 Section 1. K.S.A. 12-1,104 is hereby amended to read as {ollows: 12-
17 1,104. (a) Every taxpayer receiving eamings which are t'umble under the
18 provisions of this act shall file a return on or before
19 3983 April 15 following the taxable year, with the county clerk of the
20 county in which the gross eammgs has acqu.ued situs ﬁﬁé—eﬂ—ei——be:ere
21 :
922 ¢ o+ e Such 1etum shall contain such information and
23 be made upon forms pr cscnbed ‘iﬁé—_‘p’tﬁﬁéﬁé by the director of taxation
24 and provided by the county clerk. SaerbefereJune30-ofeach-yearthe
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clerk shall compute the tax due and payable on such taxable earnings of
each taxpayer and shall certify such amount to the county treasurer. The
director of taxation shall ineludeforms prescribe to the county clerk the
form for the making of such return and a current listing of each taxing
subdivision imposing a tax on gross earnings derived from money, notes
and other evidence of debt for which the listing has been received pur-
suant to subsection (d) of K.S.A. 12-1,101 by July 15 of the year preceding

the year of imposition of the tax witheaelrstate-ineomretarrefnmis

x ok L
<

(b) A retum listing the gross eamings of every resident conservatee
which are taxable pursuant to this act shall be filed by the conservator of
such conservatee. The return of every resident minor shall be filed by the
minor’s father, if living and of sound mind, but if such father is not living
or is an incapacitated person, by the minor’s mother or if neither the
father or mother is living, by the person having possession or control of

the minor’s property.

Date:
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1 2

A retum listing the gross earnings of a resident trustee or cotrustee of
a revocable trust created by a resident settlor which are taxable pursuant
to this act shall be filed by the resident settlor. A return listing the gross
eamnings of a resident trustee or cotrustee of an irrevocable or testamen-
tary trust created by a resident settlor or a resident decedent which are
taxable pursuant to this act shall be filed by any beneficiary residing in
this state who receives earnings from such trust, to the extent of such
earnings, otherwise a return listing such gross earnings shall be filed by
the resident trustee to the extent that such earnings are not distributed.
A nonresident beneficiary shall not be obligated to file a return listing
earnings taxable pursuant to this act nor shall the trustee be obligated to
file a retwn listing the same to the extent they were distributed to a
nonresident beneficiary. Where a ljesident trustee or cotrustee is acting
under a revocable, irrevocable or testamentary trust of a nonresident set-
tlor or nonresident decedent, the trustee shall not be required to file a
return listing eamings taxable pursuant to this act, but any beneficiary of
such trust, residing in this state, who receives or is entitled to receive
such eamings from such trust shall be required to file a return. Any res-
ident of this state including the settlor of a revocable trust who receives
or is entitled to receive earnings taxable pursuant to this act from a trust,
not having a situs in this state, shall file a return listing such resident’s
share of such eamings.

For the purposes of this act, a settlor of a revocable trust shall be
deemed to be entitled to the gross eamings on money, notes and other
evidence of debt of such trust whether or not such settlor actually receives
the same and a beneficiary shall be deemed to be entitled to a share of
such earnings if all or a specific part or percentage of the net income of
the trust must be distributed to such beneficiary or if the beneficiary may
withdraw all or a specific part of the net income. If such beneficiary may
receive earnings only on the exercise of discretion by the trustee or on
the occurrence of an event outside of the beneficiary’s sole control such
beneficiary shall not be deemed to have received the earnings and shall
file a return listing only earnings actually received. If earnings of a trust
which are taxable pursuant to this act are accumulated and subsequently
distributed in a different calendar year than the year in which received
by the trust and if the same are reported as income under the revenue
laws of Kansas and regulations promulgated thereunder, and if a retum
listing such eamings has not been filed by the trustees in the year in
which earned, then a return listing such eamings shall be filed by such
beneficiary in the year in which the same are reported under the revenue
laws of Kansas, but otherwise a return listing the same shall not be filed.
Where the beneficiary of any trust is required to file a return listing
earnings which are taxable pursuant to this act and which are held in
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trust, such beneficiary for purposes of this act shall be deemed to have
received or to be entitled to receive such beneficiary’s pro rata share of
the earnings without specific allocation, unless the trust provides other-
wise, and based upon the proportion which the beneficiary’s share of the
earnings bears to the total earnings of the trust. A return listing gross
earnings taxable under this act which belong to the estate of a resident
decedent shall be filed by the executor or administrator. If the decedent
is a nonresident, such executor or administrator shall not be required to
file a return listing such gross eamings.

A retumn h'sting the gross earnings of persons, companies or corpora-
tions which are taxable pursuant to this act, whose assets are in the hands
of receivers shall be filed by such receivers and a return listing the gross
earnings belonging to a corporation, and subject to this act, shall be filed
by some person designated for that purpose by such corporation.

A return listing the gross earnings which are taxable pursuant to this
act which belong to a corporation, association or a partnership shall be
listed by an agent or partner. Unless subject to tax by reason of XK.S.A.
12-1,103, and amendments thereto, no return listing the gross earnings
from money, notes and other evidence of debt collected or received by
any agent or representative of any person, company, or corporation, which
is to be transmitted immediately to such person, company or corporation,
shall be filed by such agent or representative, but such agent or repre-
sentative shall, upon request, shall state under oath the amount of such
money or credits and to~whomthe-samehas the person, company or
corporation to whom such money or credits have been or is to be
transmitted.

Taxes levied pursuant to this act shall be paid by the person or fiduciary

required to file such return.
See2mK.5.A,-2009 QHPP 75-5151 is herehy amended to read as
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follows: 75-5151. The secretary of revenue may require, consistent with
sound cash managemeut policies, that any taxpayer whose total
Liability exceeds $45;6800 $25,000 in any calendar year, any taxpayer whose
total withholding tax liability exceeds $45;660 $2%0(’) in any calendar
year, and any person owing any tases or fees in”connection with any
return, report or document other than Mﬂ tax or withholding tax
liability, shall remit their tax liability by-€lectronic funds transfer no later
than the date required for such fhittance except that the secretary may
adopt rules and 1'echﬁbmg alternative filing and payment
dates not later than ast day of the month in which the tax was oth-
erwise due. Elech-cﬁc funds transfers may be made by wire transfers of
funds throyglf the federal reserve system or by any other means estab-
hSWE secretary, with the approval of the state treasurer, which
instires the availability of such funds to the state on the date of payment.
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Eviderceofsuch-paymentshall-be-fumished-te-the-seeretary-on-or-before—
the due date.of the tax as established by law. Failure to timely make such
Lt )
payment in immediately available funds or failure to provide such evi-
dence ol payment in a timelyrmagner shall subject the taxpayer to penalty
and interest as provided by law for delinquent or deficient tax payments.
All sales and use tax remittances from mc@ﬂ%ﬂsﬁ:ﬂem must be
remitted electronically. Any data that accompanies a refnittance must be
formatted using uniform tax type and payment type codesM
9 > retaT—
e H)——S ee~3~—KS-A-2009-Supp—75-515la-is-herebyamended -to read g5
11 follows: 75-5151a. (a) Subject to the requirements specified in K.S.A<79-
12 3220, and amendments thereto, the secretary of revenue may require a
13 paid preparer or any person required to file a tax refurn to file some or
14  all of the tax returns by electronic means whenever the department of
15  revenue permits electronic filing.
16 (b) As used in this act: (1) “Electronic means” ifieans computer gen-
17  erated electronic or magnetic media, telefile, wéb based applications or
18 similar electronic, magnetic or computer baséd methods or applications;
19 (2) “paid preparer” means any persori or business that prepares tax
20  retums for compensation or employszo{ authorizes one or more persons
21  to prepare such returns. The num'l{gr of retums prepared per year shall
22 Dbe determined by including allfeturns prepared by the person or busi-

l
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23 ness, and by all employees,oT agents of the person or business, whether
24  prepared at one location“or multiple locations; and
25 (3) “tax returns’-heans returns or reports filed for any tax adminis-
26  tered by the deparfment of revenue including, but not limited to, income
- ; L .
27  tax, withholding tax, sales and use tax, motor fuel tax, mineral tax and

pA

. S
28  other excise taxes.

29 () The provisions of this section shall be effective on and after July
30 1, 2668 2010.
31 Sec 4 K S A 2009 _Supp.—79.3220.is herebv amended to read-as

32 follows: 79-3220. (a) (1) Eacillindividuaﬂ required fco file a federal incerfie
33 tax return and any other individual whose gross income e;\'c}d{ 1e sum
34 of such individual’s applicable Kansas standard deductiofi amount and
35 Kansas personal exemption amount shall each 1/nak and sign a retum or
36  statement stating specifically such items as are’required by the forms and
37 rules and regulations of the secretary of revenue. If any individual is
38 unable to make a return, the retdn shall be made by a duly authorized
39 agent or by the guardian»or/other person charged with the care of the
40 person or property-of such taxpayer. Notwithstanding any provision of
41  the Kansas income tax act to the contrary, all individuals not required to
42 file a Kaifsas income tax return hereunder shall not be liable for any tax
43 _inmposed pursuant to such act.
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(2) Inaccordance with the provisions of K.S.A. 2009 Supp. 75-5151;
and amendinents thereto, an individual who is required to file a retdm
mmay ¢ligible for electronic filing shall file such return by electronic means
in a manner approved by the secretary of revenue. A paid prepargr who
prepares 50 or more returns per year shall file by electronic mgans not
less-than Q0% of such returns eligible for electronic filing. Tl}e require-
ments of this subsection may be waived by the secretary of fevenue for
a paid prepaker if the paid preparer demonstrates a llzu'dship»*fll complying
with the requitements of this subsection.

(b) Every cyrporation subject to taxation under this act, including,
but not limited to\all farmers, fruit growers, or like associations organized
and operated on a\cooperative basis, except electr}c’z cooperative exclu-
sively engaged in thg manufacture or distribution/of electric power for
their members, shall ﬁ'l\ake. a return, or statement;$tating specifically such
items as may be required by the forms and regulations of the secretary
of revenue. The return shall be signed by th;s’Presiden’c, vice-president,
treasurer, assistant treasurer, chief accountil_,ré officer, or any other officer
so authorized to act. The fact that an individual's name is signed on a
return shall be prima facie evi\de.nce tha_t.fguch individual is authorized to
sign such return on behalf of suth corporation. In cases where receivers,
trustees in ban]mlptC)-' or assignee zu;e’ operating the property or business
of corporations, such receivers, trus tees, or assi gnees shall make returns
for such corporations in the same’muanner and form as corporations are
required to make returns. Any ;a':w dueyon the basis of such returns shall
be collected in the same mam}-ér as if cogected from the corporation for
which the return is made. Any corporation that is required to make a
return eligible for electronic filing pursua%-l to this subsection shall file
such return by electronic means in the manneg approved by the secretary
of recenue. [,"' \

(c) Every fiduciary, except a receiver appomted by authority of law
in possession of part/only of the property of an individual shall make and
sign a return for ngch of the individuals, estates, o trusts for which the
fiduciary acts, when such retums are required by the provisions of this
act, stating spel.,c'iﬁczﬂly such items as may be require()}by the forms and
regulations of'the secretary of revenue. In the case of¥joint fiduciaries,
whether res_,if‘lents or nonresidents, a return may be made\by any one and
shall be sufficient compliance with the above requirements.\Any fiduciary
re.quiredf}to make a return under this act shall be subject tg all of the
Proﬁsijo’ims of law which apply to individuals. v

( d)r‘” Every partnership shall make a retumn for each taxable ygar, stat-
ing specifically such items as may be required by the forms and ¥egula-
ﬁ,o'ﬁs of the secretary of revenue. The returns shall be signed by an one

of the partuers.

P
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i¢ filing pursuant to this section, filing a return other than by
electronic mediisinthemanner approved by the seeretary of revenue shall
he assessed a service fee of $2'Wﬁ'@h% deposited in the division
«of taxation processing fund. Nonpayment of it h~feeshall be subject to
penalties and interest pursuant to KS.A. 79-3225%’1&#4

Sec. 5. K.S.A. 2009 Supp. 79-3298 is hereby amended to read as
follows: 79-3298. (a) Every employer, payer, person or organization de-
ducting and withholding tax shall remit the taxes and file returns in ac-
cordance with the following provisions:

(1) Whenever the total amount withheld exceeds $100,000 in any
calendar year, the employer, payer, person or organization deducting and
withholding tax shall remit the taxes withheld in accordance with the
following schedule: Each calendar month shall be divided into four re-
mittance periods that end on the 7th, 15th, 21st and the last day of such
month. If at the end of any one or all of such remittance periods the total
undeposited tases equal or exceed $667, the taxes shall be remitted within
three banking days. Saturdays, Sundays and legal holidays shall not be
treated as banking days.

(2) Whenever the total amount withheld exceeds $8,000 but does not
exceed $100,000 in any calendar year, the employer, payer, person or
organization deducting and withholding tax shall remit the taxes withheld
for wages paid during the first 15 days of any month on or before the
‘2._-'51:11 day of the month. The employer, payer, person or organization de-
ducting and withholding tax shall remit the taxes withheld for wages paid
during the remainder of that month on or before the 10th day of the
following month.

(3) Whenever the total amount withheld exceeds $1.200 but does not
exceed $8,000 in any calendar year, the employer, payer, person or or-
ganization deducting and withholding tax shall remit the taxes withheld
cluring any month on or before the 15th day of the following month.

(4) Whenever the total amount withheld exceeds $200 but does not
exceed $1,200 in any calendar year, the employer, payer, person or or-
ganization deducting and withholding tax shall remit the taxes withheld
in any calendar quarter on or belore the 25th day of the first month
following the end of that calendar quarter.

(5) Whenever the total amount withheld does not exceed $200 in any
calendar year, the employer, payer, person or organization deducting and
withholding tax shall remit the tases withheld during that year on or be-
fore January 25 of the following year.

(b) Each remittance required under the provisions of subsection (a)
shall be accompauied by a Kausas withholding tax remittance form and

/-
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shall be filed in the manner prescribed and-fumished by the director,
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including electronic filingmAni-eryployer—payer— %
deducting and withholding tax required by the directortofile g emifance
form by electronic means who files such l‘enzitl/(m,gwﬁﬂm:' than by
electronic means in the manner approved by the director shall be assessed
a service fee of $5 per remittance form, which fee shall be deposited in
the division of taxationrocessing fund. Nonpayment of such fee shall be
sug[ggf/w’;»?t.ffiﬂf’ies and interest pursuant to KS.A. 79-3228, and mnend-
(¢) Every employer, payer, persou or organization deducting and
withholding tax and making remittances pursuant to subsection (a) shall
file a retun on a form or in the format and shall file in the manner
prescribed and-fasmished by the director, including electronic filing, for

each calendar year on or before the last day of February of the following
L

: ; - = gy PRTeS lecerkd J e ] s padid. T paih
year. Aﬁff—ég?l;’u’\‘ﬂ}.’, PO PERSeR P RSO GeGHOT I L

holding tax required by the director to file a return by electromic means
who files such return other than by electronicweans in the manner ap-
proved by the director shall be assessél a service fee of $5 per return,
which fee shall be deposited T the division of taxation processing fund.
Non'p(wzt'fy%f.c/'z/ﬁw shall be subject to penaltics and interest pursuant

(d) The excess of any remittance over the actual taxes withheld in any
withholding period shall be credited agaiust the liability for following
withholding periods until exhausted. A refund shall be allowed in accord-
ance with K.S.A. 79-32,105, and amendments thereto, where an over-
payment cannot be adjusted by an offset against the liability for a sub-
sequent withholding period. Any-persorfilingaretirn-electronicalliand
entitled to a refund payment from the department of revenue sl Hride
to the department the information, as (]etan & Secretary, nec-
essary to enable the department to pay suchTefund to such person in
electronic form by direct deposit=2Ty person failing to provide such in-
formation or rcﬁz.s‘ia_g;i\%ept such refund payment by direct deposit in
electron}'c;,ﬁn'/ﬁ".;/ﬂzzzll be assessed a service fee of $5, which fee shall be
e 'ﬁ_{gd_jn the /75.1-ioinnﬁ;thn-m‘inn PF vwccv’ngﬁuu],_‘\.

(e) For purposes of detennining filing requirements, determinations
of amounts withheld during a calendar year by employers, payers, persous
or organizations deducting and withholding tax shall be made by the di-
rector upon the basis of amounts withheld by those employers, payers,
persons or organizations during the preceding calendar year or by esti-
mates in cases of employers, payers, persons or organizations having no
previous withholding histories. The director is hereby authorized to mod-
ify the filing schedule for any employer, payer, person or organization

~ deducting and withholding tax when it is apparent that the original de-

7
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termination was inaccurate.

(f) Whenever the director has cause to believe that money withheld
by an employer, payer, person or organization deducting and withholding
tax pursuant to this act may be converted, diverted, lost, or otherwise not
timely paid in accordance with this section, the director shall have the
power to require returns and payment from any such employer, payer,
person or organization at any time at more frequent intervals than pre-
scribed by this section in order to secure full payment to the state of all
amounts withheld by such employer, payer, person or organization in
accordance with this act.
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follows: 79-32,105. (a) The director shall remit the entire amount/col-
lected under the provisions of this act and from the income tax imposed
upon individuals, corporations, estates or trusts pursuant to the/Kansas
income tax act” less amounts withheld as provided in subsec;ci’on (b) and
any amounts credited to the IMPACT programn repayment’ fund or the
IMPACT program services fund under K.S.A. 74-50,107 and amend-
ments thereto to the state treasurer in accordance witl »{he provisions of
K.S.A. 754215, and amendments thereto. Upon reZeipt of each such
remittance, the state treasurer shall deposit the entire amount in the state
treasury to the credit of the state general fund.

(b) A revolving fund, designated as “income tax refund fund” not to
exceed $4,000,000 shall be set apart and majntained by the director from
income tax collections, franchise tax coll;ctions, withholding tax collec-
tions, and estimated tax collections and’held by the state treasurer for
prompt payment of all income tax 1'eftinds and franchise tax refunds, for
the payment of interest as proﬁdfed in subsection (e), for payment of
homestead property tax refunds iwaccordance with the homestead prop-
erty tax refund act and for pa}qn/ent of property tax refunds allowed pur-
suant to the provisions of K;S'.A. 2009 Supp. 79-255, and amendments
thereto. The fund shall be.in such amount, within the limit set by this
section, as the director defermines is necessary to meet current refunding
requirements under tl/us act.

(c)- If the direct9i' discovers from the examination of the return, or
upon claim duly filéd by the taxpayer or upon final judgment of the court
that the income'_.t’{xx, withholding tax, declaration of estimated tax or any
penalty or mt}sx"'est paid by or credited to any taxpayer is in excess of the
amount legally due for such tax or any other tax owed the state of Kansas,
the directot shall certify to the director ol accounts and reports the name
of the tagpayer, the amount of refund and such other information as the
director may require. Upon receipt of such certification the director of
acg_oﬁnts and reports shall issue a warrant on the state treasurer for the
payment to the taxpayer out of the fund provided in subsection (b), except

K.$-A—2000 Supp—79-32105-is-hereby: amended toread 4s

Sac—B5.
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liability in the taxpayer’s next succeeding taxable year. Wher-—eni
is cla}z\zcd for an amount less than $5, such credit shall not be
Any peison filing a return electronically and entitled to g zuy/paymam‘
from the department of revenue shall provide tu#h€ departifent the in-
ﬁmn(ltimz,\‘a\s determined by the .Ew=mzsmy to eitable the de-
partment to pay such refund tosudlt person in clem'onic,f())rm by direct
deposit. Any person failimg to provide such inﬁ)rmaz‘z'.ur{ or refusing fo
accept such r&ﬁ%u]”;ﬂynwnt by direct deposit in elect};nnic form shall be
assessed.a-service fee of $10, which fee shall be deposited in the division
wftaxation-processingfind.

(d) Whena 1'esid\ent taxpayer dies, and the c}ﬁ'ector determines that
a refund is due the claimant not in excess of $100/ the director shall certify
to the director of accounts and reports the same and address of the
claimant entitled to the re\ﬁ\md and the amotmt of the refund. A refund
may be made upon a claimi\duly made ofs behalf of the estate of the

deceased or in the absence of any such claim upon a claim by a surviving
spouse and if none upon the claim by/ny heir at law. Upon receipt of
such certification the director of adcoyiits and reports shall issue a warrant
on the state treasurer for the paymént to the claimant out of the fund
provided in subsection (b). y "‘\

(e) Interest shall be al]owed/aud paid at the rate of 12% per annum
upon any overpayment of the /i,lcome taximposed upon individuals, cor-
peorations, estates or trusts pursuant to the'Kansas income tax act for any
period prior to January 1, }JJS, 6% per anniym for the period commenc-
ing on January 1, 1995, cyld ending on December 31, 1997, and at the
rate prescribed and determined pursuant to K\S A. 79-2968, and amend-
meuts thereto, for an}/period therealter.

For the purposes gl this subsection:

. (1) Any retury filed before the last day prescribed for the filing
thereof shall be cdusidered as filed on such last day, determined without
regard to any extension of time granted the taxpayer; \\

(2) any tax/paid by the taspayer before the last day preseribed for its
payment, any income tax withheld from the taxpayer during'any calendar
year and ady amount paid by the taxpayer as estimated incorne tax for a
taxable yéar shall be deemed to have been paid on the last day l}rescribed
for filing the retum for the taxable year to which such amount congtitutes
a credit or payment, determined without regard to any extension of time
granted the taxpayer;

/(3) if any overpayment of tax results from a carryback of a net opr-
ating loss or net capital loss, such overpayment shall be deemed not tc\

ete

“have been made prior to the close of the taxable year in which such n
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operating loss or net capital loss arises. For purposes of this paragrap}{,
thexeturn for the loss year shall not be deemed to be filed before glaim
for su\c'lkovelpayment is filed;

(4) inhe case of a credit, interest shall be allowed and pai
date of the overpayment to the due date of the amount against which the
credit is takem.except that if any overpayment of income, tax is claimed
as a credit agm'x\)‘st estimated tax for the succeeding taxable year, such
amount shall be considered as a payment of the inconfe tax for the suc-
ceeding taxable year, whether or not claimed as a crédit in the return of
estimated tax for such shcceeding taxable vear, lgm/d no interest shall be
allowed or paid in such overpayment for the tivable year in which the

overpayment arises; p

(5) in the case of a tax return which /is'/filed after the last date pre-
scribed for filing such return, detélglm}eﬂ with regard to extensions, no
interest shall be allowed or paid for anv period before the date on which
the retum is filed; N

(6) in the case of a refund, interest shqﬂ be allowed and paid from
the date of the overpayment t/G/;l date preceding the date of the refund
check by not more than 30 ddys, as determined-by the director, whether
or not such refund check lis”glccepted by the tertpa}e:r after tender of such
check to the taxpayer, But acceptance of such check shall be without
prejudice to any i gh;,c}‘f the taxpayer to claim any addi fonal overpayment
and interest thereox; and

(7) if any oveﬁmyment is refunded within two months after the last
date prescribed. or permitted by extension of time, for filing the retum
of such tax, ot within two months after the return was filed, whichever is
later, no i/n erest shall be allowed or paid. For the purposes of this sectjon,
an overpayment shall be deemed to have been refunded at the time the

-refund check in the amount of the overpayment, plus any interest dué

rd - . - J-7- 1
30— thereon, isdeposited Trrthe-United-States mail.
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Sec. 7. K.S.A. 2009 Supp. 79-3607 is hereby amended to read as
follows: 79-3607. (a) Retailers shall make returns to the director at the
times prescribed by this section in the manner prescribed by the director
including electronic filing upon forms or format prescribed and-furnished
by the director stating: (1) The name and address of the retailer; (2) the
total amount of gross sales of all tangible personal property and taxable
services rendered by the retailer during the period for which the retum
is made; (3) the total amount received during the period for which the
return is made on charge and time sales of tangible personal property
made and taxable services rendered prior to the period for which the
return is made; (4) deductions allowed by law from such total amount of
gross sales and [rom total amount received during the period for which
the retumn is made on such charge and time sales; (5) receipts during the
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period for which the return is made from the total amount of sales of
tangible personal property and taxable services rendered during such pe-
riod in the course of such business, after deductions allowed by law have
been made; (6) receipts during the period for which the return is made
from charge and time sales of tangible personal property made and tax-
able services rendered prior to such period in the course of such business,
after deductions allowed by law have been made; (7) gross receipts during
the period for which the return is made from sales of tangible personal
property and taxable services rendered in the course of such business
upon the basis of which the tax is imposed. The return shall include such
other pertinent information as the director may require. In making such
return, the retailer shall determine the market value of any consideration,
other than money, received in connection with the sale of any tangible
personal property in the course of the business and shall include such
value in the return. Such value shall be subject to review and revision by
the director as hereinafter provided. Refunds made by the retailer during
the period for which the return is made on account of tangible pérsonal
property returned to the retailer shall be allowed as a deduction under
subdivision (4) of this section in case the retailer has theretofore included
the receipts from such sale in a return made by such retailer and paid
taxes therein imposed by this act. The retailer shall, at the time of making
such return, pay to the director the amount of tax herein imposed, except
as otherwise provided in this section. The director may extend the time
for making returns and paying the tax required by this act for any period
not to exceed 60 days under such rules and regulations as the secretary
of revenue may prescribe. When the total tax for which any retailer is
liable under this act, does not exceed the sum of $S0 in any calendar year,
the retailer shall file an annual retum on or before January 25 of the
following year. When the total tax liability does not exceed $3,200 in any
calendar year, the retailer shall file returns quarterly on or before the
25th day of the month following the end of each calendar quarter. When
the total tax liability exceeds $3,200 in any calendar year, the retailer shall
file a return for each month on or before the 25th day of the following
month. When the total tax liability exceeds $32,000 in any calendar year,
the retailer shall be required to pay the sales tax Lability for the first 15
days of each month to the director on or before the 25th day of that
month. Any such payment shall accompany the return filed for the pre-
ceding month. A retailer will be considered to have complied with the
requirements to pay the first 15 days’ liability for any month if, on or
before the 25th day of that month, the retailer paid 90% of the liability
for that fifteen-day period, or 50% of such retailer’s liability in the im-
mediate preceding calendar year for the same month as the month in
which the fifteen-day period occurs computed at the rate applicable in

/-1
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the month in which the fifteen-day period occurs, and, in either case, paid
any underpayment with the payment required on or before the 25th day
of the following mounth. Such retailers shall pay their sales tax liabilities
for the remainder of each such month at the time of filing the retum for
such month. Determinations of amounts of liability in a calendar year for
purposes of determining filing requirements shall be mnade by the director
upon the basis of amounts of liability by those retailers during the pre-
ceding calendar year or by estimates in cases of retailers having no pre-
vious sales tax histories. The director is hereby authorized to modify the
filing schedule for any retailer when it is apparent that the original de-

termination was inaccurate. Ang—retailerrequired-by-the d f’w’f"/”

a return by clectronic means who files such return otherthar iy electronic
means in the manner approved by the direetorshall be assessed a service
fee of $5 per return, which feeslall be deposited inthe d iwision of taxation

processing Sfunc-Norpayment of such fee shall be subject to penalties and
“l“lmii'ff-@é‘i*}'nbﬁgl-l(lnt fo-IK S_‘A__JQ "F‘“’:, andamendments-thereto

(b)  All model 1, model 2 and model 3 sellers are required to file
returns electronically. Any model 1, model 2 or model 3 seller may submit
its sales and use tax returns in a simplified format approved by the direc-
tor. Any seller that is registered under the agreement, which does not
have a legal requirement to register in this state, and is not a model 1,
model 2 or model 3 seller, may submit its sales and use tax returns as
follows: (1) Upon registration, the director shall provide to the seller the
returns required;

(2) seller shall file a return anytime within one year of the month of
initial registration, and future returns are required on an annual basis in
succeeding years; and

(3) in addition to the returns required in subsection (b)(2), sellers are
required to submit returns in the month following any month in which
they have accumulated state and local sales tax funds for this state in the

amount of $1,600 or more.

follows: 79-3609. (a) Every person engaged in the business of sellingtan-
gible personal property at retail or furnishing services taxable-n this state,
shall keep records and books of all such sales, togetherith invoices, bills
of lading, sales records, copies of bills of sale and other pertinent papers
and documents. Such books and records and other papers and documents
shall, at all times during buy/bﬁi of the day, be available for and
subject to inspection by the-director, or the director’s duly authorized
agents and employees,/fo/r a period of three years from the last day of the
calendar year ﬁhe fiscal year of the retailer, whichever comes later,
t l;h}b/ﬂé:tords pertain. Such records shall be preserved during the
Entife p

0 W
eptire period during which they are subject to inspection by the director,
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assessment of tax or for the filing of a claim for refund, at any time prigr
to the expiration of the period of limitations. The period so agreed upon
may be extended by subsequent agreements in writing made beforg the
expiration of the period previously agreed upon. In consideration /of such
agreement or agreements, interest due in excess of 48 months'on any
additional tax shall be waived. /

(d) Interest at the rate prescribed by K.S.A. 79-2968, aiid amend-
ments thereto, shall be allowed on any overpayment of tax computed from
the filing date of the return claiming the refund, except ¢ that no interest
shall be aHowed on any such refund if the same is peud.wrchm 120 days
after the filing date of the return claiming the refund or the date of
payment, whlchevel is later, provided that such retyrn or refund claim

satisfies the requirements specified by K.5.A. 2009 Supp. 79-3693, and
amendments thereto, at the time the return or refund claim is received.
Anypersonfiling a-retimelectronically-and e *77‘/”/7 to-refund-payent-
from the department of revenue shall ;Jmudt/io the departmentThe in-
Jormation, as determined by the sec ('f(m/, Mecessarr o enable the de-
partinent to pay such refund to such person i electronic form by direct
deposit. Any person ﬂlllwrpluude siich information or refusing to
accept such refund payrient by direct ([c}mm‘ in electronic form shall be
assessed q.sercice fee of $5, which fee shall be deposited in the division of
mmf/:;:z-u@é»ssmgf% S

(e) Notwithstanding any other” 1)1 ovision of this section or the provi-
sions of the Kansas compensmnc tax act:

(1) (A)" Any claim for reﬁmd of tax imposed by the Kansas retailers’
sales tax act or the Kansas compens’ttmd tax act based upon the provisions
of subsection (kk) of K.S. A.79-3606 in existence prior to its amendment
by this act which is without dispute shall be allowed, but, with respect to
any claim exceeding $10; 000, the refund associated therewith shall not
be paid until after 510 days from the date such claim was filed and shall
not include interest ﬁom such date. As used in this subparagraph, a claim
for refund without _dlspute shall not include any claim the basis for which
is a juclicial or quiéi-judich] interpretation of such subsection occurring
after the effective date of this act.

(B) Any refund of tax resulting from a final deternination or adJu-
dication with regard to any claim submitted or to be submitted for refund
of tax unposed by the Kansas retailers’ sales tax act or the Kansas com-
pensatingstax act based upon the provisions of subsection (k) of K.S.A.
79-3606 in existence prior to its amendment by this act not described by
subp:u ac'rnph (A) shall, with respect to any refund exceeding $50,000, be
pcud i equal annual installments over 10 years commencing '\Vlﬂl the year
of stich final determination or adj u(hcahon. Interest shall not accrue dur-

i}l'g the time period of such payment.

| -/3
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unless the director in writing previously authorizes their disposal. An /
person selling tangible personal property or furnishing taxable sewicé
shall be Prolubxted from asserting that any sales are exempt from taxafion
unless the retailer has in the ret’nlers possession a properly exe¢uted
exemption certificate provided by the consumer claiming the exemp’aon
except as follows: (1) A retailer is reliev ed of Hability for tax ofherwise
applicable if the retajler obtains a fully completed exemptlon ‘ertificate
or captures the relevant data elements requir ed by the director within 90
days subsequent to the date of the sale; or (2) if the re;tmlel has not
obtained an exemption certificate or all relevant data elements the re-
tailer, within 120 days subsequent to a request for subst’mtnnon by the
director, either may prove that the transaction was 1ot subject to tax by
other means or obtain a fully completed exemption- ‘certificate from the
purchaser, taken in good faith. Otherwise, the s"des shall be deemed to
be taxable sales under this act. i

(b) The amount of tax imposed by this act is to be assessed within
three years after the return is filed. and no pwceedmgs in court for the
coHec’non of such taxes shall be begun after the expiration of such period.
In the case of a false or ﬁaudulent retury’ Awith intent to evade tax, the
tax may be assessed or a proceeding in_ ‘court for collection of such tax
may be begun at any time, within two )ears from the discovery of such
fraud. No 1s<essment shall be made for any period preceding the date of
registration of the retailer by wmore;, fhan three years except in cases of
fr'md For any refund or credit chm'x filed after June 15, 2009, no refund
or credit shall be allowed by the dn ector after one year from the due date
of the return for the reporting Penod as provided by K.S.A. 79-3607, and
amendments thereto, unless before the expiration of such period a claim
therefor is filed by the ta,\P':l) rer, and, except as otherwise provided in
K.S.A. 2009 Supp. 79-3694, and amendiments thereto, no suit or action
to recover on any claim for refund shall be commenced until after the
expiration of six months from the date of filing such claim satisfying the
requirements speuﬁed by K.S.A. 2009 Supp. 79-3693, and amendments
thereto, therefor with the director. A refund claim shall not be deemed
filed unless such cla_un is complete as required by K.S.A. 2009 Supp. 79-
3693, and amendinents thereto. For all mailed returns, including refund
claims, each lehgl m or refund claim shall be presumed to have been filed
with the dep'u‘tment on the postmark date of such retum or refund claim
orif such d’lte is illegible, the date three days prior to the date such retum
or refundlcl(um is received.

(c) Béfore the expiration of time prescribed in this section for the
'Lssessment of additional tax or the filing of a claim for refund, the director
is heleby authorized to enter into an agreement in writing with the tax-
paver consenting to the extension of thc periods of huut,mons for the

/
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tax act or the Kansas compensating tax act based upon e’:ﬁcaﬁon of
the provisions of subsection (n) of K.S.A. 79-360 Pursuant to its inter-
pretation by the court of appeals of /the.sta@ Kansas in its opinion filed
on August 13, 1999, in the case™ entitled In re appeal of Water District
No. 1 of Johnson County'shall be allowed for tax paid prior to the effective
date of this-act” The provisions of this subsection shall not be applicable

New-See—O—There-ishereby-ereateddn :
of taxation processing fund. All moneys received by the director. o
tion or secretary of revenue from fees and penalties pursuantto this act
shall be remitted to the state treasurer in accordance witli the provisions
of K.S.A. 794215, and amendments thereto. Upoh remittance of each
such remittance, the state treasurer shall de,p’cfsi/t the entire amount in the
state treasury to the credit of the division of taxation processing fund. All
moneys credited to the diw;s,/ign-fo”f taxation processing fund shall be used
by the department of revefiue only for the purpose of funding techno-
logical improvements to tax processing systems. All expenditures from
the dj\-'isic)}of’tm\'ation processing fund shall be made in accordance with
apgrgprlation acts, upon warrants of the director of accounts and reports

aXa-

21 ~dssted-pursuaut-to-vouchers-approved-by-the-secretar~of-revenue——-

22
23
24
25

Sec. 10. K.S.A. 12-1,104 and K.S.A. 2009 Supp. 75-5151, 75-5151a,
T9-3220, 79-3298, 79-32,105, 79-3607 and 79-3609 are hereby repealed.

Sec. 11. This act shall take effect and be in force from and after its
publication in the statute book.

1——2)—No-claim-lor-refund-of tax imposed-by. the Kansas retailereilos

/=15



Kansas Department of Revenue
Returns Filed in 2009 by KAGI bracket

Percent of
KAGI bracket (all) KDOR form Vendor Form  Electronic Total Total
Less than or equal to $0 18,838 14,283 27,605 60,725 4.0%
$0 - $25,000 63,317 115,711 406,274 585,302 38.3%
$25,000 - $50,000 28,200 72,227 251,399 351,826 23.0%
$50,000 - $100,000 23,656 79,243 225,773 328,672 21.5%
$100,000 - Over 9,990 67,536 124,949 202,475 13.2%
Total 144,000 349,000 1,036,000 1,529,000 100.0%
Percent of Total Returns Filed
KAGI bracket (all) KDOR form Vendor Form Electronic Total
Less than or equal to $0 1.2% 0.9% 1.8% 4.0%
$0 - $25,000 4.1% 7.6% 26.6% 38.3%
$25,000 - $50,000 1.8% 4.7% 16.4% 23.0%
$50,000 - $100,000 1.5% 5.2% 14.8% 21.5%
$100,000 - Over 0.7% 4.4% 8.2% 13.2%
Total 9.4% 22.8% 67.8% 100.0%
Percent of Returns Filed in each KAGI bracket
- KAGI bracket (all) KDOR form Vendor Form Electronic Total
Less than or equal to $0 31.0% 23.5% 455%  100.0%
$0 - $25,000 10.8% 19.8% 69.4% 100.0%
$25,000 - $50,000 8.0% 20.5% 71.5% 100.0%
$50,000 - $100,000 7.2% 24.1% 68.7% 100.0%
$100,000 - Over 4.9% 33.4% 61.7% 100.0%
House Taxation

Date: L=/O0=/0

Attachment: )
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Mark Parkinson, Governor

/
K A N s A S William R. Thorniton, Acting Secretary

DEPARTMENT OF COMMERCE : KansasCommerce.com

February &, 2010

Presentative Marvin Kleeb
48" District

State Capitol

Topeka, KS 66612

Re: House Bill No. 2538

Rep. Kleeb:

First, I would like to thank you for your Wllhncrness to work with the Department of Commerce
on this bill.

I believe that our joint work that has been done to modify the proposed House Bill No. 2538
improves that bill.

We support efforts to expand opportunities to grow quality jobs in Kansas while being prudent
with investments of state dollars..

Sincerely,

William R. Thornton
Secretary of Commerce

1000 S.W. Jackson St., Suite 100; Topeka, KS 66612-1354 o Phone: (785) 296-3481 e Fax: (785) 296-
TTY 711 e E-mail: admin@kansascomumerce.com S’Q‘Buse Taxation
Date: 2-/0-/0

Aftachment: 3




Session of 2010
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(*]
HOUSE BILL No. 2538 Proposed Amendment HB 2538 £ I
By Committee on Taxation .g \Q
& |E
1-26 3
£TIE
9 AN ACT concerning the promoting employment across Kansas act; re- _ o ‘8
10 lating to qualifications for benefits under the act; amending K.S.A. Section 1. K.S.A. 2009 Supp. 1 g
11 2009 Supp.\74-50,211, 74-50,212 and 74-50,213 and repealing the ex- | 74-50,210 74-50,210. See attachment. 0O<
12 isting sections.
13

14 Be it enacted by the Legislature of the State of Kansas:
2 115 Section +,. K.S.A. 2009 Supp. 74-50,211 is hereby amended to read
16 as follows: 74-50,211. As used in this act, unless the context otherwise
17 requires:
18 (a) “Act” means the provisions of K.S.A. 2009 Supp. 74-50,210
19 through 74-50,216, and amendments thereto.
20 ) “Busi i 2
21
122 operations-
(b) 23 fe). “County average median wage” means the average median wage
T 24 paid to employees located in the county where the qualified company
25  intends to employ new employees as reported by the department of labor
© 26 in its annual report for the previous year.

27 fe} (el}_~#Department” means the department of commerce.

>

28 e} “High-impact project” means a business development project

(f) or Which the qualified company shall meet the requirements of subsec-

30 tion (c) of K.S.A. 2009 Supp. 74-50,212, and amendments thereto.

) 31 te? (9 “NAICS” means the North American industry classification

system.

(h) 33 (g} “NAICS code industry average wage” means the average wage
34 paid to employees of companies classified in the same NAICS code as the

35  qualified company for the region in which the qualified company intends

36 to employ new employees as reported by the department of labor in its

37 annual report for the previous year.

(i) 38 (? () “Metropolitan county” means the county of Douglas, Johnson,

— 39 Sedgwick, Shawnee or Wyandotte.

—~~
«Q

(d) "Existing business unit" means a facility, plant, division,
office, department, production line, production shift or other unit
of business operations acquired by a qualified company that
has continuously operated a business outside of the state of
Kansas during the 12 month period immediately preceding the
qualified company's application for benefits under this act and
can provide sufficient evidence of a bona fide acquisition of the
existing Kansas business unit to the satisfaction of the
secretary.

(e) "Expanding business unit" means a facility, plant, division,
office, department, production line, production shift or other unit
of business operations that existed in Kansas prior to the

submission of an application for benefits under this act and that
is proposing a project that, in the discretion of the secretary, is
at significant risk of being located outside the of the state and
that provides a unique economic development opportunity of
the state.

(i) "New business unit" means a facility, plant, division, office,
department, production line, production shift or other unit of
business operations that did not exist in Kansas prior to the

(k) 40 i), “New employee” means a person newly employed, by the qual-
— 41 ified company in the qualified company’s business operating in Kansas
42 during the taxable year for which benefits are sought under K.S.A. 2009
43 Supp. 74-50,212, and amendments thereto. A person shall be deemed to

submission of an application for benefits under this act and that
provides documentation of such to the satisfaction of the
secretary.

or maintained




()

(m)

Z

be so engaged if such person performs duties in Kansas in connection
with the operation of the Kansas business on: (1) A regular, full-time basis;
or (2) a part-time basis, provided such person is customarily performing
such duties at least 20 hours per week throughout the taxable year. Em-

thy/() “Non-metropolitan county” means any county that is not a
metropolitan county.

12 ) () (1) “Qualified company” means any for-profit;netfor-profit

1
2
3
4
5
6
7
8
9
0
1

1
1

13 or-govermmental corporation, partnership or other entity; erganized-for
14 prefit making available to its full-time employees adequate health insur-
15 ance coverage and paying at least 50% of the premium for such health
16  insurance, which meets the requirements of K.S.A. 2009 Supp. 74-50,212,
17  and amendments theretq.

18 (2) “Qualified company” shall not include any for-profit, not-for-
19 profit or governmental corporation, partnership or other entity: (A) Which
20 is identified by any of the following NAICS code groups, sectors or

and paying its new employees an average
annual wage that meets standards established
by the secretary

21 subsectors:

92 (i) Industry group 7132 6r-813% or 8131
23 (ii) sectors 44, 45, 615-92,0r 221 (including water and sewer services); %9

24 or ’

25 (iii) subsector 722;

26 (B) which is a bioscience company, as defined in K.S.A. 2009 Supp.

27  74-99b33, and amendments thereto;

28 (C) which is delinquent in the payment of any nonprotested taxes or

29  any other amounts due to the federal government, the state of Kansas or

30 any other political taxing subdivision; or

31 (D)  which has filed for or has publicly announced its intention to file

32 for bankruptcy protection. :
33 (3) Notwithstanding any provision of this subsection, except for par- any entity
34 agraphs (2)(B), (C) and (D), a-ecompany may be deemed a qualified com- p—
35  pany if such eempany’s headquarters or administrative offices located in entity's
36 this state serve an international or multi-state territory and such eem-pﬂﬂy\ _

37 meets the requirements of K.S.A. 2009 Supp. 74-50,212, and amend- Y entity

38 ments thereto.

39 /) “Secretary” means the secretary of the department of

40 commerce.

41 Sec, 2. K.5.A. 2009 Supp. 74-50,212 is hereby amended to read as

42 follows: 74-50,212. (a) In order to qualify for benefits under this act a
43 qualified company shall releeate-an-existing-businessfaetlity;-office;de-

(4) Notwithstanding any provision of
this subsection, except for paragraphs
(2)(B), (C) and (D), any entity may be
deemed a qualified company if such
entity is an expanding business unit.

4.2
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, (md
Iocate the job positions associated wzth the new buszness unit in Kansas;
or (2) retain the employees of an existing business unit located in Kansas

maintain

subsequent to the qualified company’s acquisition of such business unit;

secrelary, A quahfled
company may contract with &H—umelated third party to perform services

whereby the third party serves as the legal employer of the new employees
providing services to the qualified company and such services are per-
formed in Kansas and the third party and the new employees are subject
to Kansas state withholding.

(b)  Any qualified company, qualifying for benefits pursuant to para-
graph (a)(1), that locates its business eperation unit in a metropolitan
county and will hire at least 10 new employees within two years from the
date the qualified company enters into an agreement with the secretary
pursuant to K.S.A. 2009 Supp. 74-50,213, and amendments thereto, or
any qualified company, qualifying for benefits pursuant to paragraph
(a)(1), that locates its business eperatior unit in a non-metropolitan
county and will hire at least five new employees within two years from
the date the qualified company enters into an agreement with the sec-
retary pursuant to K.S.A. 2009 Supp. 74-50,213, and amendments
thereto, shall: (1) Be eligible to retain 95% of the qualified company’s
Kansas payroll withholding taxes for such new employees for a period of:

c D d d

(A) Five years if the average wage paid to the new employees is equal
to at least 100% of the county median wage;

(B) six years if the average wage paid to the new employees is equal
to at least 110% of the county median wage; or

(C)  seven years if the average wage paid to the new employees is equal
to at least 120% of the county median wage; or

(2)  be eligible to retain 95% of the qualified company’s Kansas payroll

43
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withholding taxes for such new employees for a period of five years if the
average wage paid to the new employees is equal to at least 100% of the
NAICS code industry average wage.

(c) Any qualified company, qualifying for benefits pursuant to para-
graph (a)(1), that engages in a high-impact project whereby the qualified
company will hire at least 100 new employees within five two years from
the date the qualified company enters into an agreement with the sec-
retary pursuant to K.S.A. 2009 Supp. 74-50,213, and amendments
thereto, shall be eligible to retain 95% of the qualified company’s Kansas
payroll withholding taxes for such new employees for a period of:

(1) Seven years if the average wage paid to the new employees is equal
to at least 100% of the county median wage;

(2) eight years if the average wage paid to the new employees is equal
to at least 110% of the county median wage;

(3) nine years if the average wage paid to the new employees is equal
to at least 120% of the county median wage; or

(4) ten years if the average wage paid to the new employees is equal
to at least 140% of the county median wage.

(d)  Any qualified company, qualifying for benefits pursuant to par-

or expanding

agraph (a)(2), that retains.the employees of an existing' business unit lo-

cated in Kansas for a period of two years from the date the qualified
company enters into an agreement with the secretary pursuant to K.S.A.
2009 Supp. 74-50,213, and amendments thereto, shall be eligible to retain
95% of the qualified company’s Kansas payroll withholding taxes for such
employees for a period of five years.

maintains

(e) In the event that a qualified company contracts with a third party
as described in paragraphs—a}3)-and+4) subsection (a), the third party
shall remit payments equal to the amount of Kansas payroll withholding
taxes the qualified company is eligible to retain under this section to the
qualified company, and report such amount to the department of revenue
as required pursuant to subsection (a) of K.S.A. 2009 Supp. 74-50,214,

2 40 and amendments thereto.
. 41 Sec. 3. K.S.A. 2009 Supp. 74-50,213 is hereby amended to read as

42 follows: 74-50,213. (a) Any qualified company meeting the requirements

43

of K.S.A. 2009 Supp. 74-50,212, and amendments thereto, may apply to

up to

44
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the secretary for benefits under this act. The application shall be sub-
mitted on a form and in a manner prescribed by the secretary, and shall
include: (1) Evidence that the applicant is a qualified company; and (2)
evidence that the applicant meets the requirements of K.S.A. 2009 Supp.
74-50,212, and amendments thereto.

(b) The secretary shall either approve or disapprove the application.
Any qualified company whose application is approved shall be eligible to
receive benefits under this act as of the date such qualified company
enters into an agreement with the secretary in accordance with this
section.

(¢) Upon approval of an application for benefits under this act, the
secretary may enter into an agreement with the qualified company for
benefits under this act. If necessary, the secretary may also enter into an
agreement with any third party described in subsection (a) of K.S.A. 2009
Supp. 74-50,212, and amendments thereto, or such third party may be a
party to the agreement between the qualified company and the secretary.
The agreement shall commit the secretary to certify to the secretary of
revenue: (1) That the qualified company is eligible to receive benefits
under this act; (2) the number of new employees hired by the qualified
company; and (3) the amount of gross wages being paid to each new
employee.

(d) The agreement between the qualified company and the secretary
shall be entered into before any benefits may be provided under this act,
and shall specify that should the qualified company fail to comply with
the terms and conditions set forth in the agreement, or fails to comply
with the provisions set forth in this act, the secretary may terminate the
agreement, and the qualified company shall not be entitled to any further
benefits provided under this act and shall be required to remit to the state
an amount equal to the aggregate Kansas payroll withholding taxes re-
tained by the qualified company, or remitted to the qualified company
by a third party, pursuant to this act as of the date the agreement is
terminated.

(e) A qualified company that is already receiving benefits pursnant to
this act may apply to the secretary for additional benefits if the qualified
company meets the requirements of K.S.A. 2009 Supp. 74-50,212, and
amendments thereto.

() A qualified company seeking benefits shall set be allowed to par-
ticipate in the IMPACT program;-er-any-pregram pursuant to K.S.A. 74-
50,102 et seq., and amendments thereto, er but shall not be allowed to
participate in any other program in which any portion of such qualified
company’s Kansas payroll withholding taxes have been pledged to finance
indebtedness or transferred to or for the benefit of such company. A
qualified company shall not be allowed to claim any credits under K.S.A.
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79-32,153, 79-32,160a or 79-32,182b, and amendments thereto, if such
credits would otherwise be earned for the hiring of new employees and
the qualified company has retained any Kansas payroll withholding taxes
from wages of such employees. A qualified company shall not be eligible
to receive benefits under K.S.A. 2009 Supp. 74-50,212, and amendments
thereto, and under K.S.A. 74-50,102 et seq., and amendments thereto, for
the same new employees.

(g} The secretary shall adopt rules and regulations necessary to im-
plement and administer the provisions of this act.
Sec. 4. K.S.A. 2009 Supp.|74-50,211, 74-50,212 and 74-50,213 are

(g9) The secretary shall be authorized to impose a
nonrefundable application fee of up to one thousand
dollars for each application submitted pursuant to this act.

hereby repealed.
y rep

Sec. 5. This act shall take effect and be in force from and after its
publication in the statute book.

74-50,210

Yoy
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\ 74-50,210. Title and intent of act. (a) The provisions of K.S.A. 2009 Supp. 74-50,210
through 74-50,216, and amendments thereto, shall be known and may be cited as the promoting

employment across Kansas act.

(b) It shall be the intent of this act to foster economic development and the creation of new

_]ObS and opportumtles for the c1tlzens of Kansas t-hfeﬁgh—meeﬂﬁﬂziﬁg—t-he—fepa%fmeﬂ—e%basmnss

busmess facﬂltles other operatlons and JObS &eﬂa-e%her—s%&tes

ies and to incentivize the releeation,of
te Kansas. The primary objective o

department of commerce and the department of commerce shall golicit and approve applications by

this legislation is economic development for Kansas. The sta‘% of Kansas, the secretary of the

qualified companies pursuant to this act.

History: L. 2009, ch. 104, § 1; July 1.

in

location
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IMPACT & PEAK ECONOMIC DEVELOPMENT PROGRAM COMPARISON
e Same Goal: Creation of Jobs & Long-term Growth, Diversity and Stability of the Kansas Economy

e Different Methodologies: Economic Development Programs to Compete with other states and
nations using Up-front cash incentives (IMPACT) or Benefit incentives after Jobs Created (PEAK)

IMPACT PEAK - Updated PEAK-Old
Requires debt, interest and Y N N
bond underwriting costs
Practical application only to Y N N
large-scale projects
Utilizes Statewide Y N N
Withholding Funds as Base
Up-front monetary benefit Y N N
before jobs created
Monetary benefit only after N Y Y
jobs created & wages paid
Statutory requirement for N Y Y
wage thresholds
Jobs creation for all skill Y Y N
levels
Requires relocation of jobs N N Y
from out-of-state closing of
facilities
Benefits available for Y Y N
expansion & new business
Benefits for KS companies Y N N
available for organic growth
KS companies can use for Y Y N
new business units
KS companies can use for Y — No evidence of out- | Y— Compelling proof N
major expansions of-state competition of out-of-state

required competition required
KS companies: eligible for Y N N
organic growth
Non-profit HQ & Fed/Int’l Y Y N
Government entity eligible
At-Risk Jobs Retention Y Y N
Component when KS co.
acquired by out-of-state
entity
Has claw back provisions Y Y Y
Subject to monitoring/Audit Y Y Y
Approval & Authorization of Y Y Y
Commerce Dep’t Required

House Taxation

Date: X-/0-/0

Attachment: 5
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Sesson of 2010
HOUSE BILL No. 2538
By Committee on Taxation

1-26

AN ACT concerning the promoting employment across Kansas act; re-
lating to qualifications for benefits under the act; amending K.S.A.
2009 Supp. 74-50,211, 74-50,212 and 74-50,213 and repealing the ex-
isting sections.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 2009 Supp. 74-50,211 is hereby amended to read
as follows: 74-50,211. As used in this act, unless the context otherwise
requires:

(a) “Act” means the provisions of K.S.A. 2009 Supp. 74-50,210
through 74-50,216, and amendments thereto.

(b) “Business unit” means a facility, plant, division, office, depart-
ment, production line, production shift or other unit of business
operations.

(c) “County average median wage” means the average median wage
paid to employees located in the county where the qualified company
intends to employ new employees as reported by the department of labor
in its annual report for the previous year.

te} (d) “Department” means the department of commerce.

¢} (e) “High-impact project” means a business development project
for which the qualified company shall meet the requirements of subsec-
tion (c) of K.S.A. 2009 Supp. 74-50,212, and amendments thereto.

te} (f) “NAICS” means the North American industry classification
system.

(g) “NAICS code industry average wage” means the average wage
paid to employees of companies classified in the same NAICS code as the
qualified company for the region in which the qualified company intends
to employ new employees as reported by the department of labor in its
annual report for the previous year.

& (h) “Metropolitan county” means the county of Douglas, Johnson,
Sedgwick, Shawnee or Wyandotte.

g} (i) “New employee” means a person newly employed by the qual-
ified company in the qualified company’s business operating in Kansas
during the taxable year for which benefits are sought under K.S.A. 2009
Supp. 74-50,212, and amendments thereto. A person shall be deemed to

Proposed Amendment:
Require qualified company to pay 100% of employee
health insurance premiums

L=10-/0

e

House Taxation

Date:

Attachment:
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be so engaged if such person performs duties in Kansas in connection
with the operation of the Kansas business on: (1) A regular, full-time basis;
or (2) a part-time basis, provided such person is custoniarily pevforning
such duties at least 20 hours per week throughont the taable vear. Fan-
ployees aeqﬁtfed—ef—releeafeﬁe—léﬁﬂmr&%ﬁﬁwmﬁlwn%hﬂmdf 1th
ettt kot ronrennother
state hired to fill job positions assoum‘ul with a newely estabidided Dusiness
unit pursuant to K.S.A. 2009 Supp. 74-50.212, and amewdments thereto,
shall be considered as new employees.
thy (j) “Non-metropolitan county” means any county that is not a
metropolitan county
& (k) (1) “Qualified company” means any for-profit, not-for-profit

or governmental corporation, partnership or other entity, organized-tor
profit making available to its full-time employees advqlml(' healthy insur-

ance coverage and paying atteast-560% of the premium for such health
insurance, which meets the requirements of K.S.A. 2009 Supp. 74-50,212,
and amendments thereto.

(2) “Qualified company” shall not include any for-profit, not-for-
profit or governmental corporation, partnership or other entity: (A) Which
is identified by any of the following NAICS code groups, sectors or
subsectors:

(1) Industry group 7132 er-813%;

(i) sectors 44, 45, 6192 or 221 (including water and sewer services);
or

(iii) subsector 722;

(B) which is a bioscience company, as defined in K.S.A. 2009 Supp.
74-99b33, and amendments thereto;

(C) which is delinquent in the payment of any nonprotested taxes or
any other amounts due to the federal government, the state of Kansas or
any other political taxing subdivision; or

(D) which has filed for or has publicly announced its intention to file
for bankruptey protection.

(3) Notwithstanding any provision of this subsection, except {or par-
agraphs (2)(B), (C) and (D), a company may be deemed a qualified com-
pany if such company’s headquarters or administrative offices located in
this state serve an international or multi-state territory and such company
meets the requirements of K.S.A. 2009 Supp. 74-50,212, and amend-
ments thereto,

& () “Secretary” means the secretary of the department of
commerce.

Sec. 2. K.S.A. 2009 Supp. 74-50,212 is hereby amended to read as
follows: 74-50,212. (a) In order to qualify for benefits under this act a

qualified company shall releeate-an-existing-businessfaetlity-offieede-

v

(-

100%




[y [ . .

DO DO NI
N e O

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

pil'flﬁffﬁt oer-other ﬂpEFHfiBﬁ leented-outside-the state Bf:KaHSBS, whethey
loested—inratfore; l _aneH] Lretobst,

b bousi faeility—offiee—d ! . X :
(1) Establish a new business unit in the state of Kansas that did not exist
prior to the submission of an application for benefits under this act and
locate the job positions associated with the new business unit in Kansas;
or (2) retain the employees of an existing business unit located in Kansas
subsequent to the qualified company’s acquisition of such business unit,
provided, the qualified company has continuously operated a business
outside of the state of Kansas during the 12-month period immediately
preceding the qualified company’s application for benefits under this act,
and can provide sufficient evidence of a bona fide acquisition of the ex-
isting Kansas business unit to the satisfaction of the secretary. A qualified
company may contract with an unrelated third party to perform services
whereby the third party serves as the legal employer of the new employees
providing services to the qualified company and such services are per-
formed in Kansas and the third party and the new employees are subject
to Kansas state withholding,

(b)  Any qualified company, qualifying for benefits pursuant to para-
graph (a)(1), that locates its business eperatien unit in a metropolitan
county and will hire at least 10 new employees within two years from the
date the qualified company enters into an agreement with the secretary
pursuant to K.5.A. 2009 Supp. 74-50,213, and amendments thereto, or
any qualified company, qualifying for benefits pursuant to paragraph
(a)(1), that locates its business eperatien unit in a non-metropolitan
county and will hire at least five new employees within two years from
the date the qualified company enters into an agreement with the sec-
retary pursuant to K.S.A. 2009 Supp. 74-50,213, and amendments
thereto, shall: (1) Be eligible to retain 95% of the qualified company’s
Kansas payroll withholding taxes for such new employees for a period of:

(A)  Five years if the average wage paid to the new employees is equal
to at least 100% of the county median wage;

(B) six years if the average wage paid to the new employees is equal
to at least 110% of the county median wage; or

(C)  seven years if the average wage paid to the new employees is equal
to at least 120% of the county median wage; or

(2)  be eligible to retain 95% of the qualified company’s Kansas payroll

t
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withholding taxes for such new employees for a period of five years if the
average wage paid to the new employees is equal to at least 100% of the
NAICS code industry average wage.

(¢) Any qualilied company, qualifying for benefits pursuant to para-
graph (a)(1), that engages in a high-impact project whereby the qualified
company will hire at least 100 new employees within five tieo vears [rom
the date the qualified company enters into an agreement with the sec-
retary pursuant to K.S.A. 2009 Supp. 74-50,213, and amendments
thereto, shall be eligible to retain 95% of the qualified company’s Kansas
payroll withholding taxes for such new employees for a period of:

(9} eiel bl | 1 |

(1) Seven years if the average wage paid to the new employees is equal
to at least 100% of the county median wage;

(2)  eight years if the average wage paid to the new employees is equal
to at least 110% of the county median wage;

(3)  nine years if the average wage paid to the new employees is equal
to at least 120% of the county median wage; or

(4) ten years if the average wage paid to the new employees is equal
to at least 140% of the county median wage.

(d)  Any quadlified company, qualifying for benefits pursuant to par-
agraph (a)(2), that retains the employees of an existing business unit lo-
cated in Kansas for a period of two years from the date the qualified
company enters into an agreement with the secretary pursuant to K.S.A.
2009 Supp. 74-50,213, and amendments thereto, shall be eligible to retain
95% of the qualified company’s Kansas payroll withholding taxes for such
employees for a period of five years.

(¢) In the event that a qualified company contracts with a third party
as described in paragraphs—a}3)-and-4) subsection (a), the third party
shall remit payments equal to the amount of Kansas payroll withholding
taxes the qualified company is eligible to retain under this section to the
qualified company, and report such amount to the department of revenue
as required pursuant to subsection (a) of K.S.A. 2009 Supp. 74-50,214,

“and amendments thereto.

Sec. 3. K.S.A. 2009 Supp. 74-50,213 is hereby amended to read as
follows: 74-50,213. (a) Any qualified company meeting the requirements
of K.S.A. 2009 Supp. 74-50,212, and amendments thereto, may apply to

C-4
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the secretary for benefits under this act. The application shall be sub-
mitted on a form and in a manner prescribed by the secretary, and shall
include: (1) Evidence that the applicant is a qualified company; and (2)
evidence that the applicant meets the requirements of K.S.A. 2009 Supp.
74-50,212, and amendments thereto.

(b) The secretary shall either approve or disapprove the application.
Any qualified company whose application is approved shall be eligible to
receive benefits under this act as of the date such qualified company
enters into an agreement with the secretary in accordance with this
section.

(c) Upon approval of an application for benefits under this act, the
secretary may enter into an agreement with the qualified company for
benefits under this act. If necessary, the secretary may also enter into an
agreement with any third party described in subsection (a) of K.S.A. 2009
Supp. 74-50,212, and amendments thereto, or such third party may be a
party to the agreement between the qualified company and the secretary.
The agreement shall commit the secretary to certify to the secretary of
revenue: (1) That the qualified company is eligible to receive benefits
under this act; (2) the number of new employees hired by the qualified
company; and (3) the amount of gross wages being paid to each new
employee.

(d) The agreement between the qualified company and the secretary
shall be entered into before any benefits may be provided under this act,
and shall specify that should the qualified company fail to comply with
the terms and conditions set forth in the agreement, or fails to comply
with the provisions set forth in this act, the secretary may terminate the
agreement, and the qualified company shall not be entitled to any further
benefits provided under this act and shall be required to remit to the state
an amount equal to the aggregate Kansas payroll withholding taxes re-
tained by the qualified company, or remitted to the qualified company
by a third party, pursuant to this act as of the date the agreement is
terminated.

(e) A qualified company that is already receiving benefits pursuant to
this act may apply to the secretary for additional benefits if the qualified
company meets the requirements of K.S.A. 2009 Supp. 74-50,212, and
amendments thereto.

(f) A qualified company seeking benefits shall net be allowed to par-
ticipate in the IMPACT program;-ersany-pregram pursuant to K.S.A. 74-
50,102 et seq., and amendments thereto, er but shall not be allowed to
participate in any other program in which any portion of such qualified
company’s Kansas payroll withholding taxes have been pledged to finance
indebtedness or transferred to or for the benefit of such company. A
qualified company shall not be allowed to claim any credits under K.S.A.
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79-32,153, 79-32,160a or 79-32,182h, and amendments thereto, if such
credits would otherwise be earned for the hiring of new employees and
the qualified company has retained any Kansas payroll withholding taxes
{from wages of such employees. A qualified company shall not be eligible
to receive benefits under K.S.A. 2009 Supp. 74-50,212, and amendmnents
thereto, and under K.S.A. 74-50,102 et seq., and amwendments thercto, for
the same new employees.

(g) The secretary shall adopt rules and reguliations necessary to im-
plement and administer the provisions of this act.

Sec. 4. K.S.A. 2009 Supp. 74-50,211, 74-50,212 and 74-50,213 are
hereby repealed.

Sec. 5. This act shall take effect and be in force [rom and after its
publication in the statute book.
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SUMMARY OF ECONOMIC AND TAX IMPACT ANALYSIS

4,000 Jobs Created Per Revenue Department Estimate
$ 40,000 Annual income per employee

$ 160,000,000 New Income from the 4000 Jobs Creation
65% Percent of annual income spent on goods & services subject to Sales Tax

$ 104,000,000 Total New Income Spent on goods and services subject to Sales Tax
5.3% State Sales Tax Rate

$ 5,512,000 New Sales Tax from New Jobs
1,996,000 Additional Fuel Tax (1500 gallons @ 24 cents Xs 4000 jobs)
1,075,000 Increased property taxes @ 21.5 mills (500 homes @ $100,000 +
Commercial property built = $50,000,000 @ 21.5 mills)

$ 8,583,000 Increased State Tax Revenue from Jobs Created
6.000,000 Theoretically lost income taxes

$ 2,583,000 Net Increase in State Tax Revenue from 4000 Jobs Created
ADD MULTIPLIER EFFECT ON 1544 SPIN-OFF NEW JOBS
$ 2,316,000 New Income Taxes from Spin-off Jobs: 1544 jobs @ $30,000 =
$ 46,320,000 new income @ 4.25% income tax rate
2.454.960 New Sales Tax
$ 4,770,960 Spin-off Job State Tax Revenue Job Generated
PLUS
$ 8,500,000 City, County and Local Tax Revenue Generated

2,395,008  State Unemployment Taxes Generated 5544 jobs @ $ 8,000 taxable
Wage base = $ 44,352,000 taxable wages @ 5.4% = $ 2,395,008

1,118,000  Corporate Income Tax Increase

House Taxation
Date: 2-/6- /0O
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